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Abstract: One way to increase business credit is to reduce the information
asymmetry between buyer and seller. By increasing the financial reporting
quality and disclosure quality, buyers can provide more information to their
vendors on their financial position and performance, reduce the existing
information asymmetry and thereby increase the received credit from sellers.
This research investigates the relationship between financial reporting quality
and disclosure quality with commercial credit in 146 firms listed in the
Tehran Stock Exchange during 2004-2016. Because the financial reporting
quality and the disclosure quality are endogenous variables, to hypotheses
testing, this paper uses the instrumental variable approach along with two
stage least squares estimator (2SLS) and compares these results with the
results of ordinary least squares estimator (OLS). The results of 2SLS
approach show that the increase in financial reporting quality and disclosure
quality increases the amount of commercial credit. However, the results of
OLS approach show that disclosure quality (and not financial reporting
quality) has a significant positive effect on commercial credit.
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